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KEY ECONOMIC INDICATORS 


1970 1971 1972 1973 
Population (1,000) 224 228 231 236 
GNP (rough estimate) 324 335 353 375 


Net Foreign Assets 76.2 104.8 122.9 127.7 
Domestic Money Supply 276.4 324.2 392.5 428.1 


Domestic Money Supply Index (1970=100) 
100.0 117.3 142.0 154.9 


Price Index (January 1958=100) 
Curacao (December) 118 123 127 144 
Aruba (December) 123 129 133 150.7 


Foreign Trade (Curacao and Aruba) 


Imports: 
Total 395 (3 mos.) 
Petroleum products 261 - 
Other 134 ? 


Exports: 
Total 329 (3 mos.) 
Petroleum products 309 M 
Other 20 7 


Tourism 
Number overnight visitors (1,000) 
Aruba 
Curacao 
Sint Maarten 
Netherlands Antilles 





SUMMARY 


The local economy is progressing despite some setbacks 
in the attempts to industrialize the Netherlands Antilles. 
Inflation, which is strongly affected by external factors, 
continues to be a concern for government authorities, but 
the investment climate remains good and local business con- 
fidence is high; retailers are enjoying a boom and local 
banks have been reporting record business. The petroleum 
industry, facing shortages in supplies of crude oil for re- 
fining and local increases in taxes, nevertheless forges 
ahead, although recent investment in the NA has gone into 
trans-shipment facilities rather than refinery expansion. 

No definite date has been set for local independence, which 
remains an apparition somewhere beyond the horizon, but so 
far the very indefiniteness has not harmed local conditions. 
In general, there has been no slacking of the area's pros- 
perity, and prospects for large outside investment, bringing 
with it added employment and purchasing power, appear good. 
The prospective market for American products has, if anything, 
improved. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Tourism - A Spotty Picture 


All the islands of the Netherlands Antilles continue 
to view tourism as a major source of revenue, either actual 
or potential. Aruba has shown the best performance with its 
hotel capacity being extended; since 1964 hotel rooms have 
quadrupled and two new international class hotels of 250 
rooms each and a 250-room addition to an existing hotel are 
planned for the next two years on that island. Occupancy 
rates on Aruba approach 80% on a year-round basis and in 
season hotel rooms are difficult to come by. Tourism on 
Sint Maarten, which now has more available hotel rooms than 
any of the other islands, has been adversely affected by 
some small incidents there, but seems to have recovered. 
Nevertheless, the hotel industry, with its reliance on 
foreign labor, is experiencing some difficulty, and the im- 
portation of large numbers of low-paid workers could cause 
further problems on that small island. Curacao hotels tend 
to have lower occupancy rates than those on Aruba, and there 
has been some shifting in the ownership of those hotels 





within the last year. The majority of tourists come from 
the United States and weakening economic conditions there 


could have a serious adverse effect on the tourist industry 
in the Netherlands Antilles. 


Similarly, tourism based on cruise ships visits to 
N.A. ports, which have been generally increasing over the 
years, may be hindered by U.S. economic conditions. The 
N.A. has been second to the U.S. Virgin Islands in numbers 
of tourists from cruise ships, and the absolute number 
quintupled from 1964 to 1974. Cruise tourism to Aruba 
fell off slightly in 1972 and 1974 from its 1971 peak, 
and tourism officials from that island are actively working 
to attract more voyages. The availability of bunkering 
facilities on Curacao and Aruba give the N.A. an advantage 
over other Caribbean cruise destinations, making it less 
likely that a drop in overall Caribbean cruise traffic will 
hit the N.A. as hard as it may some other places. 


Industrial Growth - A Step Backwards 


The Central Government continues its policy of trying 
to attract foreign investment as a method of alleviating 
the unemployment problem. Unemployment statistics, while 
not completely accurate, indicate unemployment rates rang- 
ing from 12 to 20% among men, and higher among women. Wage 
rates are higher than in the Far East or some other Caribbean 
islands. In spite of tax holidays and free entry privileges 
offered to new industries, there has been very little new 
investment in the Netherlands Antilles in the recent past. 
Two electronic industry factories established on Curacao 
have had to cut back on employment because of the unsettled 
situation worldwide within the electronic industry, and 
several other proposed plants have not macerialized. 


One major proposed project, a shipbuilding facility 
on Curacao, would of its own size and weight reverse this 
trend. The proposed shipyard could employ as many as 2,500 
people. The Island Government of Curacao, with its American 
partners and the active assistance of the Government of the 
Netherlands Antilles, is seeking financing for this project 
at the present time. A site has been selected for the ship- 
yard and there is modified optimism on the part of the 





Island Government that the project will eventually 
materialize. A large project such as this should bring 
with it ancillary industries and could go a great way 
towards solving many of the area's economic problems. 


The government is convinced that, given the lack of 
natural resources in the Netherlands Antilles, more industry 
must be attracted to provide a firm economic base for the 
area. It w ill continue to exert every effort to attract 
industry and, after the establishment of industry here, 
will do its utmost to protect the industries, even to the 
extent of prohibiting importation of like products under 
the "infant" industry concept. Nevertheless, given the 
attractiveness of other areas in regard to lower wages 
and start-up costs, it faces an uphill fight, despite its 
obvious welcoming of industrialization and the advantages 
it offers new industry. 


Inflation - A Possibly Alarming Rate 


With almost 100% of the goods used in the Netherlands 
Antilles imported, inflation as an imported commodity is 
very real in the Netherlands Antilles. The rise in the 
cost of living index during 1974 is projected to be some 
25%, or approximately the same rise as in the previous 
sixteen years combined, although the rate has slowed slightly 
in the last two months. While there has been some hope that 
the rate of inflation will be slightly below that for 1974, 
there is little that the government can do to hold down by 
local policies what is a worldwide problem. Price controls 
exist on food products, which tend to keep the official 
figure somewhat lower than actual inflation. Naturally, 
the rapid rises in prices have brought with them demands 
for increases in wages, and local wage policy of tying 
contracts to rapid rises in the consumer Price Index con- 
tributes to the spiral. The Netherlands Antilles guilder, 
presently tied to the United States dollar (at a rate of 
1.79 to one) remains stable, with the Central Bank gold 
reserves exceeding NAF1. 41 million, and total assets of 
more than $100 million. It is unlikely that the guilder 
will be devalued, and there is some possibility of a re- 
valuation which would make imports cheaper and tend to 
act as a drag on inflation. Revaluation, however, would 
make the export 





of tourism services more expensive and thus is not con- 


sidered a likely move by. the Government of the Netherlands 
Antilles. 


Despite inflation, recent statistics show a rise in 
savings of 17% over a nine-month period. A concurrent 
rise in the supply of money and near money of 8% over 
the same period has occurred, although money in circulation 
decreased by more than one-third, and demand deposits 
showed a slight positive balance after having been nega- 
tive at the beginning of the period. 


IMPLICATIONS FOR THE UNITED STATES 


The Netherlands Antilles has traditionally welcomed 
foreign trade and has managed to keep its trade barriers 
to a minimum. The open approach of the government in pro- 
moting the establishment of industry contributes to this 
openness. The tendency to erect political barriers is un- 
likely to have a major effect on imports to the areas. 

The action taken to protect imports of flour, animal feed, 
eggs, and, just recently, tiles, are for the protection of 
small industries and their imployment. Give n the size of 
the local market, it seems improbable that there will be 
established enough industries by creating a system of im- 
port restrictions that will alter the pattern of trade or 
the position of trading partners. 


Tariffs tend to be low. At present the highest ad 
valorem tariff is 14%. There is a preference for some 
goods from the common market, but the advantage is small 
and does not seem to have altered the trading patterns. 
In addition, the tying of the Netherlands Antilles florin 
to the United States dollar in March 1973 has resulted in 
a disadvantage to European currencies and a slight advan- 
tage to U.S. exporters. American goods are popular with 
the relatively affluent and sophisticated local customers, 
as well as with South American tourists who consider the 
Netherlands Antilles a shoppers' paradise. 


American products have found ready acceptance in the 
Netherlands Antilles and are particularly strong in food- 
lines, clothing, automobiles, and machinery. Since the 
currency reallignment, importers have tended to look to 





the United States first for supplies; the natural geo- 
graphic advantage has been reinforced by the monetary 
one. Most U. S. exports can be marketed successfully 
locally, and the Consulate General's experience has 
been that importers are eager to accept products which 
sell relatively easily in a sophisticated, basically 
middle-income market. Netherlands Antilles consumers 
will not accept cast-offs, but are willing to pay for 
value received. 
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